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variables on the successful implementation of an all-voluntary armed force. The 
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United States and Great Britain and recent trends elsewhere, especially in Western 
Europe. The main focus in this study is on economic considerations and the 
question about the fit between different key components in the military 
organization, the so-called “Military Design Factors.” The model illustrates the 
open-system character of the military organization and highlights the close 
interrelationship between social, military, economic, and political elements in its 
environment. This thesis provides a basis for the design of a quantitative model 
that could be used to assess whether a specific country with compulsory military 
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I. INTRODUCTION 



A. BACKGROUND 

Since the end of the Cold War, the political environment, especially in Western 
Europe, has changed significantly. As a result, an increasing proportion of society in 
many countries believe that it is no longer necessary to maintain a relatively large force. 
Budget cuts and a decline in public and political acceptance for military power exert 
enormous pressure on government and defense planners to reduce their military force size 
and redefine national security policies. The need to reevaluate required defense 
capability, strategy, and structure is intensifying as nations face new challenges in a new 
world order. The approaches used to solve these problems vary between nations because 
of differences in their military systems, missions, force requirements, and budget 
constraints, as well as differences in social and political attitudes toward the armed 
forces. As Eliot A. Cohen writes: “Nations adopt systems of military service to meet 
two kinds of demands, those of external necessity— the constraints placed on states by 
their participation in world politics, their status as sovereign members of the state system, 
and their location on the globe—and those of ideology.” (Cohen, 1985, p. 25) 

B. THE PROBLEM OF DOWNSIZING 

Force downsizing is an especially important issue for countries with compulsory 
military service. Besides the issues of maintaining defense capability, military readiness, 
and force effectiveness, countries that use military conscription additionally face the 
problem of how to distribute the burdens of service equally among their citizens. Given 
the condition of a growing or constant population base and declining force strength, it is 
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impossible for all in the relevant age group to share the burden equally. Karl W. Haltiner 
(1997) found, in an empirical analysis of the structural changes in Western European 
armed forces, that the “Military Participation Ratio of the Military Age Cohort” 
(MPRMAC) 1 in Germany, Belgium, Denmark, France, and the Netherlands dropped from 
50 percent in the period 1987-1991 to below 25 percent in 1995. According to Haltiner, 
it is expected that these numbers will further drop until the year 2000. At the same time, 
Richard V.L. Cooper (1977) finds that defense planners have the following options at 
their disposal to deal with the equity issue: 

1. Decrease the length of time a conscript must serve in the active military 
force. 

2. Devise an offset procedure in which those who are inducted receive some 
special compensation, while those who do not have to serve pay an extra 
tax. 

3. End the compulsory service in favor of all-volunteer recruitment. 

4. Ignore the problem. 

Countries have used each of these options in recent years, and there are still 
nations that ignore the new political and geostrategic circumstances. A growing number 
of countries have either considered or actually converted from a draft system to all- 
volunteer recruitment. Nevertheless, the most generally popular option, and the one 
usually implemented first, has been a reduction in the length of time a conscript must 
serve (Cooper, 1977). Germany, for example, reduced the length of service for 
conscription from 1 8 months to ten months in 1 995 and is considering a further reduction 
to six months. By decreasing the length of involuntary service, the flow of conscripts 
through the military can be increased so that a large number of individuals can participate 

'Haltiner (1997) defines the MPRMAC as the percentage of drafted individuals in a particular age group of 
the total population (such as 18-32 years old or 22-32 years old). 
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in a country’s defense. But a reduction of tour length involves cost and can have a 
seriously detrimental effect on military capability and readiness. Shorter tour length 
increases the cost of training and leads to a decline in the number of experienced soldiers 
in the active force. This fact is important because, as Walter Y. Oi (1996) observes, 
“technology of modem warfare calls for highly qualified and well trained troops.” 
(Fredland et al., eds., 1996) Haltiner (1997) concludes that the “Conscript Ratio” 2 would 
decrease with an increasing degree of technical complexity of applicants and armed 
systems because conscripts serving on a short-term basis would no longer meet the 
requirements regarding permanence in training and readiness for duty. 

C. MILITARY MANPOWER OPTIONS 

Problems of military manpower are as old as the military itself. (Haeckel, 1970) 
Although no country has a military manpower system that is exactly the same as 
another’s, most military manpower schemes have some significant characteristics in 
common. Almost all military manpower planners are faced with issues such as: the 
numbers of soldiers needed, how to recruit them, how to keep them, how to train them, 
how to control them, and how to make best use of them. Attempted solutions to these 
problems are innumerable and infinitely diverse. For Haeckel (1970), there is only one 
fundamental choice that bears on all possible alternatives: should military manpower rest 
on the soldier’s free will or on compulsion? Should soldiers be induced or coerced? 
Should they be volunteers or conscripts? The difference between an All-Volunteer Force 
(AVF) and a draft system is an fundamental one, and the decision to base a country’s 

2 Haltiner (1997) defines CR as the percentage of conscripts in the active armed forces. 
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armed forces on one of these two principles or a combination of both entails a host of 
problems and alternatives reaching far beyond the limited field of military recruitment 
policy. (Haeckle, 1970) 

The decision about which of the options defense planners should choose depends 
on several variables, particularly the interests of society. The people of a nation have to 
decide how much they are willing to “pay” in terms of personal freedom and budget for 
their national security. Military and political leaders must, therefore, be sensitive to 
current trends and be willing to perform needed changes very responsibly. 

D. THE ORGANIZATION AND ITS ENVIRONMENT 

The ability to create a vision and the willingness to implement changes are two of 
the characteristics of successful leadership. In many senses, the task of a manager is to 
influence behavior in a desired direction, usually toward the accomplishment of a specific 
task or performance goal. To be effective managers need to understand the patterns of 
behavior that are observed, to predict in what direction behavior will move, and to use 
this knowledge to control behavior over the course of time. Organizational behavior, on 
the other side, does not occur in a vacuum, but is significantly affected by its 
environment. According to David A. Nadler and Michael Tushman (1991), organizations 
have the characteristics of an open social system within a larger environment. 3 That 
environment provides opportunities for action, it provides constraints on activities, and it 
makes demands upon organization’s capacity. 



3 See David A. Nadler and Michael Tushman, “A Congruence Model for Diagnosing Organizational 
Behavior,” in Kolb, Rubin, and Osland, The Organizational Behavior Reader. 
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Any organization faces the environment with a given set of resources of various 
kinds: people, technology, education, and so on. The process of determine how those 
resources can best be used to achieve the desired output and to function within the 
environment is mainly influenced by the vision and strategy of decision-makers. Beside 
resource allocation, managers must specifically focus on how the organization must adapt 
its structure and production process to use these inputs most efficiently by maximizing its 
level of output. 

Inputs 



Resources 



Environment 



-► 


Vision/Strategy 




k 


L 



Structure of the 
Organization 



Outcome 









Source: David A. Nadler and Michael Tushman, “A Congruence Model for Diagnosing Organizational 
Behavior” in David A. Kolb, Irwin M. Rubin and Joyce S. Osland. The Organizational Behavior 
Reader. (Englewood Cliffs, New Jersey: Prentice-Hall, Inc., 1991) 

Figure 1.1. The Open-System Character of an Organization 

E. A CONCEPTUAL MODEL OF THE MILITARY ORGANIZATION 

Can civilian management expertise and strategies be used to make the military 
organization more competitive and efficient? Edward S. Quade (1989) and Charles L. 
Schultze (1970) see significant differences between private and government 
organizations in measuring performance and, therefore, the ability to predict future 
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outcomes. As Schultze states, government programs rarely have an automatic regulator 
that tells us when an activity has ceased to be productive or can be made more efficient or 
should be displaced by another activity. For a private organization, under competitive 
market conditions, this regulator is given by the ability to satisfy the demands of its 
customers cost effectively and is expressed in profit. 4 Quade concludes that the 

government should seek substitutes in the form of an appropriate analysis. He describes 
policy analysis as “a form of applied research carried out to acquire a deeper 
understanding of sociotechnical issues... searches for feasible courses of action, generate 
information and marshaling evidence of the benefits and other consequences... that would 
follow their implementations, in order to help policy-maker choose the most 
advantageous action.” (Quade, 1989, p. 48) Quade sees that the “heart of any decision 
analysis is the existence or creation of a process that can predict or at least indicate the 
consequences that follow the choice of an alternative” (Quade, 1989, p. 48). A model 
can fulfill this function. He defines a “model” as a set of generalizations or assumptions 
about the world; “a simplified image of reality that may be used to investigate the 
outcome of an action without actually taking the action” (Quade, 1989, p. 48). Therefore, 
if decision-makers consider a course of action for implementation, a scheme or process is 
needed to tell what impacts would be generated and to what extent the objective would be 
attained. In the policy question, for example, whether a nation should implement an AVF 
or not, military policy makers should create a conceptual model that accounts for 
important factors influencing the policy outcome (e.g., the success of the military 

4 See Charles L. Schultz, “Statement in Planning, Programming, Budgeting,” as cited in Quade, Analysis for 
Public Decisions. 
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system). Policy makers should also consider possible spillover effects and impacts on 
stakeholders. Because the military organization also shows the character of an open 
system, it can be basically conceptualized as shown in Figure 1.2. 




Source: Adapted from David A. Nadler and Michael Tushman, “A Congruence Model for Diagnosing 
Organizational Behavior” in David A. Kolb, Irwin M. Rubin and Joyce S. Osland. The 
Organizational Behavior Reader. (Englewood Cliffs, New Jersey: Prentice-Hall, Inc., 1991) 



Figure 1.2. The Conceptual Model of the Military Organization 

The purpose of this thesis is to develop a conceptual model that shows the effects 
of particularly economic variables and military design factors, on the successful 
implementation of an all-volunteer force (AVF). Furthermore, by introducing the 
“Institutional/ Occupational model,” it demonstrates different approaches in 
conceptualizing the military organization. A key issue in evaluating the whether a nation 
should change its military system from a draft to an AVF is the question of how one 
defines and measures the success of a military force under peacetime conditions. The 
research is based mainly on the experience of all-volunteer recruitment in the United 
States and Great Britain and recent trends elsewhere, especially in Western Europe. 
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II. THE CONCEPT OF LABOR DEMAND AND SUPPLY AND ITS 

RELATIONSHIP WITH MILITARY MANPOWER ISSUES 



A. INTRODUCTION 

Effective management of military personnel and, thus, the success of all-volunteer 
recruitment require an understanding of a number of factors. These include the response 
of personnel to pay and other policy tools, the optimal amount of training, the optimal 
experience and quality mixes, and a proper mix of pay and other incentives. (Warner and 
Asch, 1995) 

This idea was the basic assumption of the President’s Commission on an All- 
Volunteer Armed Force, often referred to as the “Gates Commission.” The Commission 
viewed labor demand and supply under competitive market conditions as the basis for the 
successful implementation of an AVF in the United States. Its 1970 recommendation to 
end compulsory service was influenced mainly by a “market place philosophy.” The 
Commission concluded that military manpower requirements in an AVF could be 
fulfilled only if the military could compete with private organizations for scarce labor 
resources. Further, the Commission argued that recruiting and retaining an armed force 
should rely primarily on monetary inducements guided by labor force realities. Needless 
to say, this conclusion led to considerable controversy. 

Cooper (1977) discusses the three major criticisms of the Gates Commission’s 
final report. The first, and probably most frequently voiced criticism, was that the 
Commission focused almost solely on pay and economics, to the exclusion of other, 
equally important, considerations. The second major criticism was that the Commission 
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tended to focus on the short-run problem of achieving an AVF at the expense of the 
longer-run problems of sustaining and managing volunteer military manpower. 5 

Finally, a third criticism was that the Commission would not consider the interests 
of all stakeholders (i.e., attention to the issues concerning social representation) and the 
spillover effects of this policy. Some scholars, such as Charles C. Moskos (1988), thus 
saw the Gates Commission study as a “laissez-faire economic approach” and not as a 
comprehensive policy analysis. He emphasizes that the issues of social acceptance and 
integration are important factors that affect attitudes toward the military and the shape of 
the military labor supply curve. 

This chapter introduces a simple model of labor demand and supply that offers 
some insights into labor market behaviors. These insights are very useful in 
understanding the relationship between social, economic, military, and political factors in 
the successful implementation of an AVF. 

B. THE DEMAND FOR MILITARY LABOR 

1. The Concept of the Demand for Labor 

“The study of the labor market begins and ends with an analysis of the demand 
for and supply of labor.” (Ehrenberg and Smith, 1994, p. 35) On the demand side of the 
labor market are employers, whose decisions about the hiring of labor are influenced by 



5 As Cooper observes: “Although the Commission did provide some guidance on these long-run issues, the 
view that it tended to focus more on the problems of how to achieve a volunteer force and whether it could 
be sustained, rather than how best to sustain it, is probably correct. Indeed, issues such as the mix of 
manpower, training policies, career management, and compensation are all important to the future of the 
volunteer force, yet were given only passing by the Commission” (Cooper, 1977, p. 108). 
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conditions in different markets. 6 Ehrenberg and Smith (1994) conclude that an 
employer’s “demand of labor” is a function of: 

1. The characteristics of demand in the product market (i.e., elasticity 7 ); 

2. The ease with which labor can be substituted for capital and other factors 
of production; and 

3. The price of labor itself, as well as the price of other factors of production. 

For the purpose of making or evaluating manpower policies, the demand for labor 

has two important characteristics. The first is that it can be shown theoretically--and 
demonstrated empirically— that the labor demand curves slope downward. (Pindyck, 
Rubinfeld, 1994) Cooper (1977) supports this theory. He states that the demand for 
recruits is a downward-sloping function of the cost of first-term labor. As first-termers 
become more expensive relative to other inputs to the defense mission, the military will 
demand fewer first-termers and more of these other inputs. The second characteristic of 
the demand for labor is that the quantity of labor demanded has varying degrees of 
responsiveness to wage changes. This means that, while the quantity of labor demanded 
always declines as the wage increases, this decline will be larger in some cases than in 
others. Ehrenberg and Smith (1994) see the degree of responsiveness as crucial to most 
policy issues. 



6 As Ehrenberg and Smith write: “The labor market is one of the three markets in which a firm must 
successfully operate if they are to survive; the two other ones are the capital market and the product market. 
The labor and capital markets are the major ones in which firms’ inputs are purchased, and the product 
market is the one in which output is sold.” (Ehrenberg and Smith, 1994, p. 35). 

’Elasticity is a measure of the sensitivity of one variable to another. Specifically, it is a number that 
provides the percentage change that will occur in one variable in response to a one-percent change in 
another variable. For example, the price elasticity of demand measures the sensitivity of quantity 
demanded to price changes. The demand is price elastic if a small change has a large effect on the quantity 
demanded. The demand is price inelastic if the quantity demanded is less effected by changes in the price 
level. 



11 



2 . 



Military Manpower Demand 



Political as well as geostrategic circumstances significantly affect the demand for 
national security and society’s support for the military. Countries such as Germany, 
France, and the Netherlands, historically surrounded by powerful “Great Powers,” have 
almost always required and depended on conscription to raise large and standing armies 
to defend themselves. The population supported the military and was willing to share the 
burden of national defense in terms of both monetary values and active participation. On 
the other hand, insular states such as Britain and Australia have only rarely faced a threat 
of invasion and, hence, have rarely needed to raise large armies to protect their frontiers 
in peacetime. 

Since the fall of the “Wall” in 1990, this situation has changed. Because people 
are less sensitive to security, they no longer see the need to maintain a relatively large 
military; and they are less willing to share the burden of defense in the same way as 
before. The demand for national security is now both lower and possibly more “elastic,” 
which implies that society is more concerned about the “costs” of defense rather than the 
“benefits” of military defense capability. This situation exerts a downward pressure on 
the military budget. In manpower issues, defense planners are also more sensitive to the 
cost of manpower in the labor market and are motivated to use technology and/or civilian 
employees instead of the relatively more-expensive military personnel. Figure 2.1 shows 
both, the shift from D1 to D2 and also the influence of the substitution as wages rise from 
W1 to W2. results in a decreased demand for military personnel and, therefore, induces a 
shift of the demand curve from (Dl) to (D2). This implies that the proportion of the 
eligible manpower pool that is required to fill vacancies drops from R1 to R2. This shift 
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also implies that military defense planners are less willing to recruit military personnel at 
every given wage level. 



Wage 




OR 2 Rl 1.0 

Eligible Pool of Population 

Figure 2.1. Shift of the Demand Curve for Military Personnel 

Karl W. Haltiner (1997) supports this idea. He sees, after the demise of the 
Warsaw Pact and the Soviet Union, the end of what he calls the “Mass Army” in Western 
Europe. He bases his “Theory of the Decline of the Mass Army” on the assumption that 
enormous economic productivity and the high living standards in industrialized modem 
societies are considerably affected by an ever-increasing functional division of labor and 
professional specialization. The armed forces of modem societies will, therefore, become 
leaner in personnel in the future. According to Haltiner, “they rely on high technology 
and are highly differentiated and complex as far as their organization and function are 
concerned.” (Haltiner, 1997, p. 2) 

The demand for military personnel can, thus, be defined as a function of the force 

structure (i.e., technology versus manpower), quality and productivity of soldiers, force 

size (number of active units), and the attrition rate. The more high-tech weapons an 

armed force has or the more productive soldiers become, the fewer personnel will be 
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